LOWER  FREIGHT  RATES 

AND 

ADEQUATE  RAILWAY  REVENUES 


WARREN  S.  BLAUVELT 

TERRE  HAUTE,  INDIANA 


m • n • Zc  d"K  • 

I / 

Ml/s  ■ / 

Wt  >> 

LOWER  FREIGHT  RATES  AND  ADEQUATE 
RAILWAY  REVENUES 

The  history  of  American  railways  is  one 
| of  constantly  recurring  crises  in  which  the 
egitimate  interests  of  investors,  employ- 
ers, shippers  and  the  general  public  have 
suffered  severely.  Efforts  of  railway 
[Executives,  investment  bankers,  labor 
eaders,  legislators,  State  Public  Service 
I Commissions,  and  of  the  Interstate  Com- 
i nerce  Commission  have  not  overcome  the 
ibstacles  which  interfere  with  the  regular, 

I ifficient  and  economical  performance  of 
i he  service  of  the  carriers  at  low  cost  to 
| he  public,  and  without  discrimination  in 
h ates  between  localities,  shippers  or  com- 
j nodities.  In  these  attempts,  vast  sums 
lave  been  and  are  being  expended;  there 
; j ,re  several  thousand  government  em- 
iloyees,  both  State  and  National,  whose 
'unction  is  to  control  the  Railways,  and 
orobably  the  carriers  have  as  many  em- 
iloyees  whose  duty  is  to  endeavor  to  carry 
out  the  mandates  of  the  Federal  and  State 
government,  but  who  perform  no  useful 
service  in  the  transportation  of  freight  and 
oassengers. 

| Conditions  have  been  steadily  growing 
worse.  Two  years  ago  freight  rates  were 
insufficient  to  supply  revenue  for  opera- 
tion, maintenance  and  taxes,  with  enough 
reward  to  investors  to  induce  that  flow  of 
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capital  to  the  railroads  which  is  essential 
for  permanent  improvements  and  exten- 
sions. The  Interstate  Commerce  Com- 
mission on  August  26,  1920,  allowed  an 
unprecedented  advance  in  -freight  rates. 
This  advance  was  so  great  that  it  is  gen- 
erally believed  to  have  been  an  important 
factor  in  bringing  on  the  business  depres- 
sion and  in  retarding  resumption  of  busi- 
ness activity. 

Business  depression  has  so  greatly  re- 
duced traffic  that  railway  revenues  gen- 
erally are  still  inadequate  to  meet  the 
needs  of  the  carriers.  The  high  freight 
rates  prevent  the  free  interchange  of  com- 
modities; they  make  the  price  of  manu- 
factured products  too  high  to  permit  great 
reductions  in  wages  without  lowering  the 
standards  of  living  to  such  an  extent  as  to 
be  a social  disaster.  A successful  solution 
of  the  railway  problem  must  provide  for 
very  great  reductions  in  freight  rates  to 
permit  the  resumption  of  business  activ- 
ity, and  sufficient  revenue  for  the  carriers 
to  permit  them  to  operate  efficiently,  to 
maintain  their  properties  and  to  secure 
funds  needed  for  permanent  improve- 
ments. 

In  view  of  these  facts,  an  attempt  to 
analyze  the  railway  situation  is  certainly 
warranted.  In  such  an  analysis,  persons 
and  corporations  should  not  be  considered, 
but  economic  functions  should  be  carefully 
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iifferentiated,  and  the  phenomena  result- 
ing from  the  inevitable  working  of  the 
fundamental  law  of  all  voluntary  human 
action,  in  the  economic  environment  estab- 
lished by  statute  law,  should  be  carefully 
studied. 

From  such  an  analysis  of  the  situation, 
It  may  be  possible  to  plan  such  changes  in 
statute  laws,  that  an  economic  environ- 
ment would  be  established  in  which  the 
phenomena  resulting  from  the  working  of 
latural  law,  would  naturally  tend  to  be: 
Ample  transportation  facilities  uninter- 
rupted save  by  unavoidable  catastrophes; 
lower  freight  and  passenger  rates,  equit- 
ably based  on  the  cost  of  the  service  rend- 
sred,  and  yet  providing  revenue  sufficient 
to  induce  capital  to  flow  freely  to  the  rail- 
roads when  needed  for  permanent  improve- 
ments and  extensions. 

The  fundamental  law  of  all  voluntary 
iction  is  that  men  try  to  satisfy  their  de- 
sires by  the  method  which  appears  least 
•epugnant.  This  law,  like  the  law  of 
gravity,  always  works,  but  the  resulting 
phenomena  vary  with  the  object  on  which 
t works  and  with  the  environment  in 
vhich  it  is  placed.  Gravity,  which  kept 
;he  vessel  stationary,  causes  it  to  slide 
lown  the  ways,  when  the  blocks  are 
mocked  out,  to  float  when  launched,  or  to 
sink  if  the  sea  cocks  are  opened ; four  dif- 
ferent phenomena  are  caused  by  gravity 
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acting  on  the  same  object  in  four  differ-! 
ent  environments.  Human  beings  are  the 
objects  of  the  law  of  human  action;  they 
vary  in  their  desires  and  in  their  beliefs! 
as  to  how  such  desires  may  be  most  fully 
realized  with  the  least  repugnance.  The 
enyironment  in  which  this  law  works  is 
partly  determined  by  nature  and  in  part* 
by  statute  law.  Politicians  commonly  at- 
tempt to  control  men’s  actions  by  compul- 
sory legislation.  There  is  a great  beating 
of  tom-toms  when  such  laws  are  enacted; 
and  their  authors  and  supporters  receive 
the  plaudits  of  the  unthinking  masses; 
such  laws  always  provide  non-productive 
political  jobs,  but  rarely  accomplish  their 
purpose  and  generally  usher  in  a train  of 
unlooked  for  evils.  Statesmen  establish; 
an  environment  in  which  men  will  act  in 
the  desired  manner,  in  order  to  satisfy 
their  own  desires.  Benjamin  Franklin  dis- 
played his  statesmanship  in  the  following 
incident. 

“We  had  for  our  chaplain  a zealous 
Presbyterian  minister,  Mr.  Beatty,  who  | 
complained  to  me  that  the  men  did  not 
generally  attend  his  prayers  and  exhorta 
tions.  When  they  enlisted,  they  were 
promised,  besides  pay  and  provisions,  a gill 
of  rum  a day,  which  was  punctually  served  ; 
out  to  them,  half  in  the  morning,  and  the 
other  half  in  the  evening;  and  I observed 
that  they  were  as  punctual  in  attending  to 


4 


receive  it ; upon  which  I said  to  Mr.  Beatty, 
‘It  is,  perhaps,  below  the  dignity  of  your 
profession  to  act  as  steward  of  the  rum, 
but  if  you  were  to  deal  it  out  and  only 
just  after  prayers,  you  would  have  them 
all  about  you.’  He  liked  the  thot,  under- 
took the  office,  and  with  the  help  of  a few 
hands  to  measure  out  the  liquor,  executed 
it  to  satisfaction,  and  never  were  prayers 
more  generally  or  more  punctually  at- 
tended; so  I thought  this  method  prefer- 
able to  the  punishment  inflicted  by  <some 
military  laws  for  non-attendance  on  Divine 
Service.” 

Franklin  utilized  the  natural  law  to 
secure  the  desired  phenomenon. 

Railway  companies  combine  in  one  or- 
ganization two  dissimilar  functions.  They 
own,  or  lease,  maintain,  control  and  pay 
taxes  on,  a public  highway-  with  all  its 
terminal  facilities,  local  sidings,  loading 
stations,  etc.  This  is  a distinctly  monopo- 
istic  function ; competition  in  the  construc- 
;ion  of  highways  is  universally  recognized 
is  an  economic  waste.  The  control  of  the 
public  highway  for  profit  established  a 
londition  under  which  it  appeared  easier 
hr  those  exercising  such  control  to  acquire 
wealth  by  exploiting  the  necessities  of  the 
isers  of  the  highway  rather  than  by  serv- 
ng  them  efficiently  and  economically, 
ilany,  if  not  most  of  the  evils,  which 
:aused  the  popular  clamor  against  the 
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railways  and  which  resulted  in  the  at- 
tempts  to  eliminate  them  by  governmental  j 
control,  grew  out  of  this  private  owner- 
ship of  the  necessary  highway. 

The  other  function  of  the  railway  is  its 
service  function  as  a carrier.  This,  like 
all  other  service  functions,  is  most  effi- 
ciently  performed  at  the  lowest  cost  to  the  ( 
public  under  competitive  conditions.  Actual  j 
or  potential  competition  is  the  best  stimu- ; 
lus  yet  discovered  to  develop  maximum  | 
efficiency  and  lowest  prices  for  services.  ■ 

Unfortunately,  instead  of  trying  to : 
establish  competition  in  the  service  func- : 
tions  of  the  carriers,  and  allowing  them  : 
freedom  of  initiative  in  the  performance  ! 
of  those  functions,  legislators  attempted  , 
vainly  to  maintain  competing  highways, 
and  then  restricted  the  freedom  of  the 
carriers  in  performing  their  services. : 
Then  having  at  last  learned  that  legislation  , 
cannot  make  naturally  monopolistic  func-|: 
tions  competitive,  this  attempt  was  aban- 
doned; but  the  private  ownership  of  the 
highway  was  continued  and  the  evils  re 
suiting  therefrom  continued  to  increase. 
Legislation  intended  to  cure  these  evils  al- 
ways took  the  form  of  increased  control  of 
the  service  functions.  Initiative  was  dis- 
couraged, the  natural  rewards  for  effi- 
ciency were  reduced  or  eliminated ; control 
of  service  and  rates  by  government  offi- 
cials without  responsibility  for  ultimate  re- 
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] suits  to  either  the  owner  of  the  railways, 
or  to  the  public,  was  substituted  for  con- 
trol by  owners  actuated  by  continuing 
self-interest. 

Had  Franklin’s  method  of  securing  at- 
;endance  at  prayers  been  applied  to  the 
solution  of  the  Railway  problem,  the  mono- 
polistic function  of  owning,  maintaining 
and  controlling  the  highways  would  have 
been  assumed  by  the  federal  government. 
The  service  function  would  have  been  left 
free  from  government  interference,  except 
to  prevent  unfair  practices;  and  compe- 
tition, actual  or  potential,  would  have  se- 
cured efficient,  economical  carrier  service. 
Revenue  would  have  depended  upon  ser- 
vice, not  upon  vested  rights.  There  would 
have  been  no  rum  without  prayers. 

There  are  five  groups  who  have  different 
economic  interests  in  the  railways:  in- 
vestors, executives,  employees,  the  gen- 
eral public  who  “pay  the  freight,”  govern- 
ment officials  who  regulate  or  control  the 
railways,  and  landowners. 

Investors  are  of  two  classes,  bondholders 
and  stockholders.  The  former  believe  that 
their  desires  for  security  of  income  and 
avoidance  of  risk  are  more  fully  satisfied 
by  investing  in  railroad  bonds  than  in  any 
other  securities.  When  the  income  from 
railroad  bonds  was  taxed,  and  the  revenue 
from  traffic  declined  to  such  an  extent  that 
the  price  of  such  bonds  fell  far  below  par, 


the  desire  of  the  bondholder  for  a moderate 
income  and  security  of  his  principal  was 
better  satisfied  by  an  investment  in  tax 
exempt  municipal,  county  or  state  bonds; 
and  railroad  bonds  could  not  be  sold  except 
to  investors  who  demanded  a far  higher 
rate  of  interest  and  were  willing  to  take  a 
little  risk  with  their  principal.  Stockhold- 
ers generally  are  those  whose  desire  fori 
profits  is  strong  enough  to  induce  them  to 
assume  the  risk  of  a somewhat  speculative 
investment;  they  have  enough  confidence  5 
in  their  own  judgment,  or  in  that  of  their  j 3 
advisors,  to  buy  stocks  when  they  believe  j 
conditions  favorable  to  an  advance  in  the  i 
market  price.  The  bondholders  demand  ! 
and  receive  merely  the  natural  reward  of  I 
thrift,  the  reward  that  society  is  willing  [ 
to  pay  to  those  who  deny  themselves  the  >' 
pleasure  of  immediate  spending  for  con-  * 
sumption,  for  the  use  of  their  savings  in  £ 
projects  involving  presumably  no  risk.  The  * 
stockholders  expect,  and,  in  the  long  run,  ; 
and  on  the  average,  both  losses  and  gains  t 
included,  receive,  in  addition  to  the  reward 
for  thrift,  the  natural  reward  that  society  i 
willingly  pays  for  the  assumption  of  risk 
in  the  public  service.  When  the  dollar  de- 
clined in  purchasing  power,  and  the  cost 
of  operating  the  railways  increased,  the 
government  did  not  allow  railway  rates  to 
increase  proportionately,  hence  the  reward 
to  the  stockholder  declined  and  the  hazard 
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ncreased.  Then  the  class  who  formerly 
atisfied  their  desires  for  investment  most 
satisfactorily  by  buying  railroad  stocks, 
ceased  to  buy  and  the  reservoirs  of  new 
apital  for  the  railways  could  no  longer  be 
irawn  upon  when  needed,  unless  some  ex- 
raordinary  inducements  were  offered.  The 
rum  ration  having  been  eliminated,  attend- 
ance at  prayers  has  fallen  off. 

Railroad  executives  are  naturally  alike 
!n  being  men  of  strong,  aggressive  per- 
sonality ; they  differ  in  their  ruling  desires 
and  may  be  divided  into  three  general 
ypes,  the  acquisitive,  the  fiduciary  and  the 
judicial.  The  first  puts  the  emphasis  on 
vhat  there  is  in  it  for  him,  in  wealth, 
Dower  and  influence;  the  second  thinks 
nainly  of  himself  officially  as  a trustee  for 
fis  stockholders;  the  third  attempts,  so 
ar  as  practicable  in  the  existing  politico- 
economic  environment  to  establish  equit- 
able relations  between  the  Company  and  its 
employees,  and  between  the  Company  and 
the  public  it  serves. 

The  acquisitive  type  of  executive  is  be- 
ing eliminated  by  the  inexorable  working 
of  the  law  of  the  survival  of  the  fittest; 
but  many  of  the  difficulties  in  the  railroad 
situation  are  the  heritage  of  the  day  when 
this  type  predominated.  He  attempted  to 
satisfy  his  desires  for  power  and  pelf,  not 
by  serving  his  investors,  employees  and 
patrons,  but  by  exploiting  them  in  ways 
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which  are  known  to  all  students  of  railway 
history. 

The  fiduciary  type  of  executive  serves 
his  stockholders  to  the  best  of  his  ability; !' 
but  his  vision  is  somewhat  limited ; he 
frequently  adopts  policies  which  react  i 
harmfully  upon  his  employees  and  the  pub- 1 
lie,  in  the  belief  that,  in  so  doing,  he  is  | 
serving  the  best  interests  of  his  stock- 1 
holders. 

The  executive  of  the  judicial  type  recog-  i 
nizes  that  his  own  and  his  stockholders’ 
welfare  are  in  the  long  run  dependent  ; 
upon  the  good  will  of  his  employees  and  of 
the  public  served.  So  he  strives  to  build 
up  this  good  will  in  all  of  his  policies.  But 
he  is  the  victim  of  an  economic  environ-  , 
ment  in  which  the  financial  necessity  of  his  ; 
Company  frequently  compels  him  to  com-  ; 
promise  between  what  should  be  done  and 
what  can  be  done. 

Many  executives  have  been  so  over- 
worked in  the  effort  to  so  adjust  their  ; 
operations  to  rapidly  changing  conditions 
that  they  could  meet  expenses  and  con- 
tinue operating,  and  avoid  offending  j 
against  some  of  the  regulating  laws,  that 
they  have  apparently  not  devoted  much  , 
thought  to  the  fundamental  economics  of  , 
the  railways. 

Railroad  employees  are  actuated  by  a 
variety  of  desires  varying  in  their  com- 
parative intensity  with  the  mental  capac- 
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ity  of  the  individual,  his  physical  condi- 
tion, his  economic  status  in  relation  to  his 
personal  and  family  necessities,  and  his 
moral  character.  Practically  all  desire  an 
adequate  wage  which  they  not  unnatural- 
ly consider  would  be  about  25%  more  than 
they  receive,  and  security  of  tenure  in 
position.  The  more  ambitious  desire  op- 
portunity for  advancement,  and  those 
whose  character  and  intelligence  are  least 
developed  desire  to  render  the  minimum 
of  service  for  the  maximum  wage.  Gov- 
ernment interference  now  provides  the 
rum  of  wages  without  regular  attendance 
at  the  prayers  of  efficient  service. 

The  general  public  desire  ample  trans- 
portation facilities  at  all  times,  and,  under 
existing  conditions,  which  neither  penalize 
freight  and  passenger  movement  at  peak 
load  period,  nor  reward  efforts  to  equalize 
traffic  throughout  the  year,  will  not  co- 
operate to  reduce  the  cost  of  transporta- 
tion. They  desire  lower  freight  and 
passenger  rates,  regardless  of  the  financial 
necessities  of  the  carriers;  and  they  con- 
stantly strive  to  secure  rates  discriminat- 
ing in  favor  of  their  industries  and  of  their 
own  towns.  The  public  is  prone  to  believe, 
and  past  history  explains  the  origin  of  this 
belief,  that  the  railroads  are  constantly 
trying  and  with  some  success,  to  exploit 
the  public.  Thus  an  anti-railroad  senti- 
ment has  resulted  in  political  actions  which 
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have  greatly  increased  railroad  taxation 
and  have  interfered  with  the  economical 
and  efficient  performance  of  the  common 
carrier  functions.  The  ruling  desire  of 
most  legislators  is  to  be  re-elected;  it  was, 
law  makers  believed,  easier  to  retain  pop- 
ular favor  by  passing  laws  which  increased 
the  financial  burdens  of  the  carriers  and 
hampered  them  in  their  service  function, 
than  to  show  the  voters  that  added  taxes 
and  increased  interference  by  the  govern- 
ment, would  inevitably  cause  higher  freight 
rates  or  inadequate  service. 

The  governmental  officials  who  ex-' 
amine,  regulate  and  control  the  railways! 
are  busily  engaged  in  the  job  of  trying  toi 
secure  ample  transportation  facilities  at 
low  cost  to  the  public,  with  adequate  re-; 
wards  to  investors,  executives,  and  em- 
ployees, in  an  economic  environment  which  t 
makes  the  attainment  of  these  objectives! 
impossible,  and  their  approximation  pro-i 
gressively  more  difficult.  They  recognize! 
past  failures,  but  constantly  ask  for  morel 
power  to  control  and  regulate,  which  ofj 
course  means  more  political  jobs  and  morej 
railroad  employees,  none  of  whom  assist: 
in  transportation.  That  some  good  has 
come  out  of  this  political  control  of  the! 
carriers  is  undeniable;  rebates  and  somei 
other  evils  have  been  eliminated,  but  thej 
railroad  problem  has  been  steadily  grow- 
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ing  more  acute.  For  the  rank  and  file  of 
government  and  railway  employees  made 
necessary  by  political  control,  the  perm- 
anent solution  of  the  railway  problem 
would  appear  a catastrophe ; they  would 
lose  their  jobs,  and  their  amazing  accu- 
mulation of  technical  knowledge  would 
cease  to  have  any  market  value.  But  the 
more  involved  the  problem  becomes,  the 
greater  is  their  power  and  influence,  and 
their  salaries  advance  accordingly.  Hence, 
this  economic  group  naturally  tends  to  op- 
pose any  simplification  of  the  railway  prob- 
lem. It  is  their  cue  to  so  befog  the  issue 
with  a mass  of  technical  detail  that  general 
principles  which  might  lead  to  a solution 
of  the  problem  are  lost. 

The  economic  relation  of  the  landowning 
class  to  the  railways,  although  of  supreme 
importance  in  any  serious  attempt  to 
analyze  the  railway  problem,  has  appar- 
ently been  disregarded  in  the  political  ef- 
forts to  secure  ample  transportation  facili- 
ties and  non-discriminating  service  at 
rates  satisfactory  to  the  voters.  The 
landowners  are  the  only  group  who  per- 
form no  service  either  by  labor  or  by  the 
assumption  of  risk  in  providing,  maintain- 
ing or  operating  the  railways.  Their  sole 
economic  function  in  this  connection  is  to 
absorb  for  their  own  use  the  increase  in 
the  annual  rent  obtainable  from  their  land 
as  the  direct  result  of  the  construction  of 
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the  railroads,  or  its  capitalized  value  in1 
an  increased  selling  price.  Our  laws  pro- 
vide them  regular  rum  rations  without 
their  attendance  at  prayers. 

Investors  assume  the  risks  of  building 
and  operating  the  railroads.  Their  reward  I 
has  been  an  increased  risk,  a reduced  in- 
come and  impairment  of  their  investment.1 
Their  reduced  rum  ration  accounts  for1 
their  growing  absenteeism  from  prayers. 

Many  executives  work  to  the  limit  of; 
human  endurance  to  keep  their  roads) 
operating  efficiently;  they  generally  re- 
ceive smaller  financial  rewards  than  men1 
of  the  same  ability  and  energy  secure  in1 
strictly  competitive  industries,  not  so 
seriously  hampered  by  political  control,  andl 
in  addition  are  made  targets  of  abuse  byj 
newspapers,  politicians  and  the  unthink-! 
ing  public. 

Employees  all  work  for  their  wages,  and) 
railroad  wages  prior  to  1917,  were  not 
generally  excessive ; but  the  railway  wage] 
system,  with  all  of  its  complications,  seems1 
peculiarly  fitted  to  reduce  labor  efficiency 
and  break  down  organization  morale. 

The  general  public  unquestionably  pays 
far  more  for  transportation  than  the  cost 
of  service. 

Government  employees  unquestionably 
work,  and  their  pay  probably  is  no  more 
than  sufficient  to  secure  men  of  the  quali- 
fications required.  That  they  have  failed 
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to  secure  adequate  carrier  service  at 
equitable  rates  is  not  their  fault;  they 
■ “have  done  their  damndest,  angels  could 
do  no  more.” 

But  the  landowner  neither  works  nor 
pays ; he  collects. 

Taxes  levied  on  the  railroads  are  added 
to  the  cost  of  transportation  and  increase 
the  unproductive  labor  employed  by  gov- 
ernment and  the  carrier.  They  add  to  the 
cost  both  of  production  and  consumption, 
and  benefit  only  the  landowning  class 
whose  taxes  are  thereby  reduced,  and  the 
non-productive  job  holders,  engaged  in 
collecting  such  taxes. 

Railroad  labor  policies  have  been  estab- 
lished or  have  “just  growed”  without  re- 
gard to  psychology  or  natural  economic 
law ; wage  rates  are  determined  not  by  the 
actual  value  of  the  service  rendered,  but 
by  the  comparative  obstructive  powers  of 
the  organized  groups  and  the  financial  or 
political  power  of  the  railroads  to  resist 
their  demands. 

Rates  have  been  based  on  “what  the 
traffic  will  bear,”  modified  somewhat  by 
competition,  by  political  control  and  by 
special  favoritism  to  places  and  industries ; 
as  a result,  an  exceedingly  complicated  and 
grossly  discriminating  rate  structure  has 
developed,  the  development  and  constant 
changes  of  which  require  the  continuous 
labor  of  several  thousand  employees  of  the 
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railroads,  government  and  shippers,  to  say 
nothing  of  the  printers,  paper  makers  and 
lumbermen  whose  labors  reach  fruition  in 
tons  of  printed  tariff  schedules.  Enor- 
mous economic  wastes  result  from  rates 
which  have  no  direct  relation  to  the  cost 
of  service,  the  relation  which  free  competi-  j i 
tion  inevitably  establishes. 

If  this  attempted  analysis  of  the  rail- : 1 
road  situation  is  correct,  the  way  to 
permanently  solve  the  railroad  problem  is  j 
obvious. 

1.  Let  the  Federal  government  buy  the 
rail  highways  and  terminals  at  a present 1 1 
fair  market  price,  giving  in  exchange  U. 

S.  Government  Railway  Bonds  bearing 
such  a rate  of  interest  as  will  insure  a 
market  at  par  under  ordinary  conditions.  : i 

2.  The  Federal  government  through  a 
department  of  highways, — to  include 
water  ways — would  maintain  and  police  . 
the  rail  highways  as  it  now  maintains  and  , , 
polices  the  channels  in  the  Great  Lakes.  . 

3.  The  fund  to  maintain  and  police  the 
rail  highways,  to  pay  interest  on  the  bonds  . 
issued  to  secure  them  and  to  provide  a 
sinking  fund  to  retire  them  would  be  ob- 
tained by  a tax  of  not  to  exceed  1%  on 
the  land  values,  excluding  the  value  of  all  ' 
improvements,  of  the  country.  Such  a tax 
would  yield  about  $1,400,000,000  annually. 

4.  Allow  the  present  carriers  to  oper- 
ate, without  charge  from  the  government, 
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on  the  lines  they  operated  previously,  sub- 
1 ject,  however,  to  having  other  carriers 
al  operate  on  the  same  lines  if  they  give  satis- 
factory evidence  of  their  ability  to  perform 
the  service.  Potential  competition  would 
insure  efficient  service  at  minimum  ade- 
quate rates. 

5.  Abolish  all  control  of  the  carriers  by 
state  governments. 

6.  Limit  the  control  by  the  federal  gov- 
ernment to  the  prevention  of  discrimina- 
tion in  rates  or  service  or  any  change  of 
rates  without  at  least  three  to  six  months 
advance  notice,  and  to  the  necessary  polic- 
ing of  train  movement  and  property  pro- 
tection. 

7.  Exempt  from  taxation  all  personal 
property  employed  by  the  carriers  in  their 
transportation  service. 

Such  a program  would  abolish  the  con- 
trol of  public  highways  for  private  profit, 
and  would  tend  to  develop  conditions  under 
which  the  revenue  obtainable  by  the  car- 
riers would  depend  solely  upon  the  effi- 
ciency with  which  they  might  serve  the 
public. 

Freight  rates  would  be  greatly  reduced 
by:— 

a.  The  elimination  of  all  capital  charges 
on  the  rail  highways  and  terminals. 

b.  The  elimination  of  all  taxes  on  prop- 
erty used  in  transportation  service. 
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c.  The  elimination  of  many  items  of  un- 
productive expense  now  made  neces- 
sary by  State  and  Federal  regula- 
tion. 

d.  The  introduction  of  more  efficient 
methods,  made  possible  by  the  great- 
er freedom  of  railway  executives  and 
the  elimination  of  government  inter- 
ference with  operation. 

e.  Competition,  both  actual  and  poten- 
tial, between  carriers. 

f.  A reduction  in  capital  charges  by  the 
more  uniform  utilization  of  railroad 
equipment  at  all  seasons  of  the  year, 
made  possible  by  the  inauguration  off 
car  service  rules  and  freight  tariffs j 
favoring  regular  freight  movements. 
When  free  from  government  control, 
competition  between  carriers  would 
induce  them  to  issue  rules  tending  to 
equalize  transportation  throughout 
the  year  in  a manner  analagous  to  j 
that  adopted  by  the  more  progressive 
electric  power  companies  to  reduce 
peaks  and  fill  in  valleys  in  their  daily 
and  seasonal  load  curves,  thus  great- 
ly benefiting  their  own  investors  and 
employees,  and  the  public  served. 

The  cost  of  labor  per  unit  of  transpor- 
tation service  rendered  would  be  greatly 
reduced  by: — 
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a.  Lower  wages  made  possible  by  a re- 
duction in  the  cost  of  living  con- 
sequent upon  the  reduction  in  freight 
rates. 

b.  Greater  labor  efficiency  growing  out 
of  the  elimination  of  government 
control. 

c.  A gradual  change  in  attitude  of  em- 
ployees toward  the  carriers,  when  the 
revenue  of  the  carriers  was  made  de- 
pendent upon  the  performance  of  ser- 
vice rather  than  upon  special  legis- 
lation. 

Freedom  of  initiative  under  free  com- 
i fetition  would  tend  to  eliminate  both  unfit 
nen  and  bad  policies. 

Service  would  tend  to  receive  its  full 
natural  reward  and  the  vested  right  to  get 
i something  for  nothing  would  no  longer 
irevent  the  railways  from  furnishing 
tmple  transportation  facilities  at  the 
ninimum  cost. 

, Of  course  the  difficulties  of  working  out 
me  details  of  such  a program  are  great , 
jut  are  negligible  compared  with  the  im- 
llossibility  of  securing  adequate  transpor- 
tation facilities  at  greatly  reduced  rates, 
vhile  maintaining  the  private  ownership 
if  the  highways  and  compelling  the  rail- 
ways to  continue  to  be  agencies  for  di- 
verting wealth  from  those  who  produce  it, 


to  the  pockets  of  those  who  now  have  the 
vested  right  to  collect  without  performing 
the  work  or  assuming  any  of  the  risks  in- 
volved in  supplying  the  necessary  trans- 
portation service. 


Terre  Haute,  Indiana. 
May  26th,  1921. 
Revised  Jan.  25,  1922. 
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